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OPINION AND ORDER 

DATE OF HEARING: January 11 , 2007 

PLACE OF HEARING: Phoenix, Arizona 

ADMINISTRATIVE LAW JUDGE: 

APPEARANCES: Mr. Michael M. Grant, GALLAGHER & KENNEDY, 
P.A., on behalf of Energy West, Inc.; 

Mr. Kevin D. Quigley and Mr. Jeremy Lite, QUARLES 

Ms. Maureen Scott, Senior Stdf Attorney, Legal 
Division, on behalf of the Utilities Division of the. 

oration Commission. 

, Energy West, Inc. (“Energy West”) and SemStream Arizona Propane, 

of the application. 
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On November 13, 2006, Energy est filed a notice of ailing and publication of public 

notice of the application and heari tober 19, 2006 Pro a1 Order. No 

requests for intervention were filed. 

On December 14,2006, Staff filed a Staff Report on the application, recommending approval 

subject to several conditions. 

On January 4,2007, Applicants filed a Joint Response to the Staff Report. 

The hearing was held as scheduled on January 11, 2007, before a duly authorized 

Administrative Law Judge of the Commission. No members of the public appeared. Applicants and 

Staff appeared through counsel and presented evidence. The matter was then taken under advisement 

pending the submission of a Recommended Opinion and Order to the Commission. 

* * * * * * * * * * 

Having considered the entire record herein and being fully advised in the premises, the 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

n certificated to provide underground 

outlying areas of Payson, Pine, and 

Decision No. 39518 granted a CC&N t . .  
Broken Bow Gas Company’s CC&N to Great Falls 
Arizona to Energy West, I 

anged its name in 
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am is a Delaware limited liability any that has been 

in Arizona since August 7, 2006. SemS who11 y-owned 

which is in turn a subsidiary of SemGroup L.P. of Tulsa, Oklahoma. 

n August 11, 2006, Energy West and SemStream jointly filed an application for 

nt ratio of approximately 1.19, 
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nt employees of Energy West. 

7. We find that SemStream has access to the resources necessary to ope 

West system and to supply safe, adequate and reliable service to Energy West’s customers, and that it 

will have access to adequate financial r 

system in Arizona. 

erate Energy West’s propane 

8. The Staff Report recomme f the proposed sale and transfer subject to 

1) That SemStream retains and charges the t rates and charges 
Commission for Energy West in Decision No. 60383 (August 29 
conclusion of a future rate case. 

2) That SemStream retains Energy West’s Purchased Gas Adjuster (“PGA”) surcharge 
of $0.55 per therm, as approved in Decision No. 68814 (June 29,2006). 

3) That SemStream maintains a separate accounting record for its operation in Arizona 
and retains the related books and records at the Payson offices. 

4) That SemStream and its parents make available to Staff their books and records, 
upon request during rate case or other proceedings. 

5) That SemStream maintains Energy West’s current 
allocation pending further review in a rate case. 

thodology for corporate costs 

6) That SemStream shall not ek regulatory recovery of any costs, including an 
acquisition adjustment, that might arise from this transaction, in a future rate 
proceeding. 

7) That Energy West assumes 
its assets in Arizona as sfers of the related CC&N. 

ion for the balance of Energy West’s customer 
deposits and the re 

9) That SemStream 
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12) That SemStream Arizona adds an additional page to its monthly PGA 
any propane purchases made during that month from any affiliate. Also, Staff 
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filing on December 28, 2006. S tness testified that Ener 

referenced audit report. With App quested modification, St 

is reasonable and will be adopted. 

Staff Proposed Condition No. 6 - Acquisition Adjustment 

13. SemStream’s purchase price for Energy West’s assets will exceed the net book value 

of the assets.* 

14. Staffs proposed Condition No. 6 would preclude SemStream from seeking regulatory 

recovery in a future rate proceeding of any costs that might arise from the proposed sale and transfer, 

including recovery of any acquisition adjustment, as a condition of approval of the application. 

Applicants object, and request that the Commission not impose Staffs proposed Condition No. 6. 

SemStream argues that it should not be foreclosed from the opportunity to present evidence in a 

future proceeding of significant improved efficiencies resulting from the acquisition, because such 

foreclosure might discourage transactions that would benefit the public. In support of its position, 

SemStream cites our determination in a case involving the acquisition of Black Mountain Gas 

Company by Southwest Gas Corporation (Decision No. 66101 (July 25, 2003). In Decision No. 

66 101, we stated that the applicant would bear the burden in a future proceeding of proving clear and 

quantifiable savings for all ratepayers directly related to the acquisition and the new owner’s 

management/operation of the system (Decision No. 66 10 1 at 14). 

15. Staffs witness testified that its proposed Condition No. 6 is appropriate because the 

proposed transaction is not the result of an extraordinary circumstance compelling the transaction, but 

is instead the result of an agreement betw two willing entit s that any costs of 

acquisition beyond the cost of assets th uld serve custom n Arizona should be borne by 

shareholders, not ratepayers. However, Staff proposed that if th 

adjustment issue until a future r as Applicants iuge, that 

that it will require a demonstration that clear, quantifiable, and s 

have resulted from its acquisition of st’s system that 

* Staff states that while the exact amount of net gain resulting from t 
determined, the proposed transaction could result in a net gain of approximately $3.48 million before deferred taxes. 
Energy West’s witness testified that the net gain had been quantified in the $3-4 million range. 

6 
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urred, before the Commission will acquisition adjustment 

roceeding. Staffs witness te on imposed a similar 

ona-American Water Comp .63584 (September 26,2000). 

ition is based on Staffs belief that it is in the public 

costs of the transaction in the absence of a showing of 

we believe the public interest requires that all 

relevant information decision on these issues. SemStream has not 

ugh to warrant rate recovery of a portion of 

o foreclose SemStream from the opportunity to 

formation becomes 

ent. SemStream 
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1 retain and charge the tariff, rates and charges approved by the 1) SemStream 
Commission for Energy West in Decision 
conclusion of a future rate case. 

2) SemStream shall retain Energy West’s PGA surcharge of $0.55 per therm, as 

. 60383 (August 29, 

approved in Decision No. 68814 (June 29, 2006), pending any change by the 
in a future PGA surcharge proceeding. 

3) SemStream shall maintain a separate acco ing record for it 
lated books and records at the Payson offices. 

4) SemStream and its parents shall make available to Staff their books and records, 
upon request during rate case or other proceedings. 

5) SemStream shall maintain Energy West’s current methodology for corporate costs 
allocation pending further review in a rate case. 

6) SemStream shall assume obligation for the balance of Energy West’s customer 
deposits and the refundable portion of its AIAC at the close of this transaction. 

7) SemStream shall maintain an adequate level of staffing in Arizona, including 
qualified technical personnel, sufficient to avoid degradation of service to its 
customers. 

8) SemStream shall comply with all Commission rules, orders and other requirements 
relevant to the provision of service in Arizona. 

9) SemStream shall timely file financial and other reports required by the Commission 
in the proper format. 

10) SemStream shall add an additional page to its monthly PGA report, listing any 
propane purchases made during that month from any affiliate. As part of 
SemStream’s monthly PGA report, filed in April each year, SemStream shall 
provide a summary of the previous calendar year’s propane purchases from any 
affiliate, as well as noting any other affiliate transactions related to its acquisition of 
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CONCLUSIONS OF LAW 

Energy West is a public service corporation within the meaning of Article XV of the 

nstitution and A.R.S. $ 3  40-282 and 40-285. , 

2. The Commission has jurisdiction over Energy West and of the subject 

matter of the application. 

transfer of Energy West’s Ce of Convenience and Necessity to SemStream is in the 
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IT IS FURTHER 

:ach of the conditions 

IT IS FURTHER 

ising from the sale of it 

Zonvenience and Necessity. 

IT IS FURTHER ORD 

idjustment or recovery of costs related to the acquisition until SemStream Arizona Propane, L.L.C.’s 

iext rate case. SemStream Arizona Propane, L.L.C. shall h the burden of proving that clear, 

pantifiable and substantial net benefits for all ratepayers have ulted from the acquisition, and that 

such benefits would not have been realized had the transaction not occurred. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION. 

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive 
Director of the Arizona Comoration Commission. have 
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